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18 Sierra Club provides this notice of errata to Tyler Coming's Direct Testimony, which was filed

19 on October 2, 2020. In order to reduce the amount of confidential information referenced in this

20 testimony, Sierra Club has consulted with Arizona Public Service ("APS") regarding making public

21 some of the results from Mr. Comings' analysis. The Company has agreed that these results may be

22 made public. The attached includes the impacted pages, which have been updated to remove redaction

23 from Mr. Comings' now-public results. Sierra Club will be separately providing updated copies of the

24 confidential and highly confidential versions of the impacted pages to the Commission and to APS for

25 distribution to parties who have signed the protective agreement. The confidential and highly

26 confidential changes also remove a duplicative paragraph on page 35, lines 1-3, which was mistakenly

27 included in the Highly Confidential original.

28

ACC - Docket Control - Received 12/4/2020 4:17 PM
ACC - Docket Control - Docketed 12/4/2020 4:23 TM



Louisa Eberle (035973)
Sierra Club Environmental Law Program
2101 Webster Street, Ste 1300
Oakland, CA 94612
louisa.eberle@sienaclub.org

Rose Monahan (pro hac vice)
Sierra Club Environmental Law Program
2101 Webster Street, Ste 1300
Oakland, CA 94612
rose.monahan@sierraclub.org

COUNSEL FOR SIERRA CLUB

Docket Control
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

21

24

25

1

2
RESPECTFULLY SUBMITTED this 4th day of December, 2020.

3

4

5

6

7

8

9

10

11

12

13

14 Original e-Filed and 8 copies delivered on this 4th day of December, 2020 with:

15

16

17

18 Copies of the foregoing mailed / emailed this 4th day of December, 2020 to:

19 Timothy M. Hogan
Arizona Center for Law in the Public Interest

20 briana@votesolar.org
czwick@wildfireaz.org
sandy.bahr@sierraclub.org

22 ezuckerman@swenergy.org
janderson@aclpi.org

23 rose.monahan@sienaclub.org
thogan@aclpi.org
Iouisa.eberle @sienac1ub.org
miriatn.raffe1-smith@sierraclub.org
sbatten@aclpi.org

26 cpotter@swenergy.org
brendon@gabelassociates.com

27 Consented to service by email

28



1

2

3

4

5

Melissa Krueger
Pinnacle West Capital Corporation
Melissa.Krueger @ pinnaclewest.com
Thomas.Mumaw@pinnaclewest.com
Theresa.Dwyer@pinnaclewest.com
And1ew.Schroeder@aps.com
Leland.snook@aps.com
Ratecase @ aps.com
Consented to service by email

6

7

8

9

10

Adam Stafford
Western Resource Advocates
adam.stafforcl@westernresources.org
autumn.johnson@westemresources.org
stacy@westernresources.org
steve.michel@westernresources.org
Consented to service by email

11

12

13

Greg Patterson
Munger Chadwick/Competitive Power Alliance
Greg@azcpa.org
Consented to service by email

14 Albert Acken
Dickinson Wright PLLC
aacken@dickinson-wright.com
Consented to service by email

15

16

17

18

Gregory M. Adams
greg.bass@calpinesolutions.com
Corzsemed to service by email

19

20

21

Court Rich
Rose Law Group pc
CRich@RoseLawGroup.com
Corzsemed to .service by email

22

23

24

Jason Y. Moyes
Moyes Sellers & Hendricks
jim@harcuvar.com
jasonmoyes@law-msh.com
jjw@krsaline.com
Consented to .service by email25

26

27

Daniel Pozefsky
RUCO
dpozefsky @ azruco.gov
procedural @ azruco.gov28

3



fuentes @ azruco.gov
rdelafuente@azrLlco.gov
Consented to service by email

1

2

3

4

5

Jason R. Mullis
Wood Smith Benning & Berman LLP
jmullis@wshblaw.com
greg.bass@calpinesolutions.com
greg@richardsonadams.com
Consented to service by email

Garry Hays
Law Office of Gany Hays PC
Ghays@lawgdh.corn
Consented to service by email

6

7

8

9

10

11

John S. Thornton
john@thorntonfinancial.org
Consentea' to sen/ice by email

12

13

14

Giancarlo Estrada
Kamper Estrada, LLP
gestrada@1awphx.com
Consented to service by email

Jonathan Jones
jones.2792@gmail.com
Consented to .service by email

15

16

17

18
Kurt J. Boehm
Boehm, Kurtz & Lowry
jkylercohn@BKLlawfinn.com
kboehm@bkllawfirm.com
Consenter to service by email

19

20

21

22

Kimberly A. Dutcher
Navajo Nation Department of Justice
aquinn@nndoj.org
kdutcher@nndoj.org
Consentedto service by email23

24

25

26

Lieutenant Colonel Karen S White
AFLSA/JACL-ULT
karen.white. 13@us.af.mil
Consented to service by email

27

28

4



1

2

Richard Gayer
rgayer@cox.net
Consented to service by email

Holly Buchanan
Federal Executive Agencies
Holly.buchanan. 1 @us.af.mil
Consentedto service by email

3

4

5

6 Robert A. Miller
12817 W Ballad Dr
Sun City West, AZ 853785375
Bob.miller@porascw.org
rdjscw@gmail.com
Consented to service by email

7

8

9

10

I I

12

13

14

Nicholas J. Enoch
Lubin 8c Enoch, PC
349 N 4th Ave
Phoenix, AZ 85003
nick@lubinandenoch.com
bruce@lubinandenoch.com
clara@1ubinandenoch.com
Consented to service by email

Robin Mitchell
Arizona Corporation Commission
utildivservicebyemail@azcc.gov
legaldiv@azcc.gov
Consented to service by email

15

16

17

18
Patricia Madison
Patricia_57@q.com
Consented to service by email

19

20

21

22

Scott S. Wakefield
Hienton Curry, PLLC
swakefield@hclawgroup.com
Stephen.Chriss@walma1t.com
Consentedto service by email23

24

25

26

Patrick J . Black
Fennemore Craig, PC
pblack@fclaw.com
lfen*igni@fclaw.com
Consented to service by email

27

28

5



1 Shelly A. Kaner
8831 W Athens St
Peoria, AZ 853822

3 Thomas A. Jernigan
AFIMSC/JAQ
thomas.jernigan.3@us.af.mil
Consented to service by email

4

5

6 John Coffman
John B. Coffman LLC
john @johncoffman.net
Consented to service by email

7

8

9

10

11

12

13

Thomas Harris
Distributed Energy Resource Association (DERA)
Thomas.harris@DERA-AZ.org
Armando Nava
The Nave Law Firm PLLC
1641 E Osborn Rd, Ste 8
Phoenix, AZ 85016
Filings@navalawaz.com
Consented to service by email

MAJ Scott Kirk
AFLOAT/JACE-ULFSC
scott.kirk.2@us.af.mil
Consented to service by email

14

15

16

17

18
Marta Derby
Earthjustice
mdarby @earthjustice.org
Consentea' to service by email19

20

21

22

David Bender
Earthjustice
dbender@earthjustice.org
Consented to service by email

23

24
Scott Dunbar
ChargePoint, Inc
sdunbar@keyesfox.com
Consented to .service by email25

26

27

Melissa Parham
Manufactured Housing Communities of Arizona, Inc.
melissa@zona.law
scottb@zona.law28

6



3

1 attomeys@zona.law
2 Consented to service by email

Fred Lomayesva
Hopi Tribe

4 t1omayesva@hopi.nsn.us
an7ignella@hopi.nsn.us

5 Consented to service by email

6 By: /s/ Miriam Raffel-Smith

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
7



1 while the costs of

2 competing resources have decreased. Renewable and storage resource costs

3 have dropped dramatically and are widely expected to continue to decline.

4 Gas prices have remained low, and industry-wide forecasts of future gas

5 prices have decreased dramatically. Despite these trends, since APS acquired

6 its current share in 2013, the Company has failed to evaluate retiring and

7 replacing Four Corners Units 4 and 5 before 203 l.

8 2. I found that the units are too costly to justify continued operation;

9 therefore, I recommend that they be retired as soon as possible. I

10 conducted a forward-looldng economic assessment of these units-

11 comparing a 2023 retirement to the Company's currently planned 2031

12 retirement. Relying on the Company's projected costs of the two units

13 through 2031 (including in its 2020 RP), I find that there would be substantial

14 savings from early retirement across a wide range of assumptions. For

15 instance, using the Company's 2020 IRP base case scenario, I estimate

16 savings between $775 million and $1.54 billion. Importantly, these savings

17 would occur even if the costs of past expenditures (such as the selective

18 catalytic reduction or "SCR") were allowed into rates. I also accounted for

19 differences in termination costs between the two retirement years-including

20 those at the Navajo Mine. With these substantial savings, the Company

21 should plan to retire the units as soon as possible, issue a competitive

22 solicitation for a wide and robust sample of replacement options, and plan for

23 a just and equitable transition for the affected communities.
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1 investment in the units under a 2031 retirement, and asldng for recovery of these

2 costs from ratepayers.

III.3
4

Four CORNERS UNITS 4 AND 5 WILL CONTINUE To CosT RATEPAYERS

SUBSTANTIALLY AND SHOULD BE RETIREDAs Soon As POSS1BLE

Q.5
6

Please summarize your assessment of the going forward costs of Four Corners
Units 4 and 5.

A.7 In this section, I explain my forward-looking economic assessment of the units,

8 comparing retiring units 4 and 5 by the end of 2023 to the Company's current plan to

9 retire them in 2031. I used forecasts APS provided in March 2020 and the Company's

I10 recently released 2020 IRP. Under a wide range of assumptions, find that early

II retirement of the units would provide substantial savings to ratepayers. For instance,

12 using the Company's 2020 RP base case, I estimated savings between $775 million

13 and $1 .54 billion. This assessment relied on the Company's projections of the units'

14 fixed and variable costs, as well as costs associated with ending their operations-

15 such as any costs related to termination of the coal contract with the Navajo mine.

16 Given these results, APS should plan for the early retirement of these units and the

17 Commission should consider my findings before allowing further expenditures at

18 these units into rates, absent specific justifications for individual expenditures. If

19 APS does not agree to retire the units in 2023, the Commission should require that

20 the Company amend its 2020 RP to include an evaluation of 2023 retirement (or a

21 retirement as soon thereafter as possible). As noted, I may provide additional

22 testimony on this topic following APS's response to Chairman Bums' September 1,

23 2020 letter.
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1 skew high compared to all-source RFP bids received by nearby utilities for coal

2 replacement (as discussed previously) in recent years. Nevertheless, I also

3 calculated a "breakeven" replacement cost at which 2023 and 2031 retirement

4 would be equal. If APS were to procure replacement resources (including a

5 portfolio of replacement resources) at any cost below this "breakeven" level, a 2023

6 retirement and replacement would provide savings compared to operation through

7 2031.

Q.8
9

What are your findings regarding early retirement and replacement of Four
Corners Units 4 and 5 based on the forecasts APS provided in March 2020?

10 A. My findings demonstrate APS's customers would save money if Four Corners

II retired in 2023 rather than 2031. I estimate that the savings are substantial, using

12 low, mid, and high replacement costs of $30, $40, and $50 per MWh (respectively).

13 Here, I relied on forecasts that APS provided to Siena Club in March 2020 and

14 produced "between the third quarter of 2016 and the third quarter of 2019."79 The

15 results, shown in Figure 5, include:

.16

17

At low replacement costs of $30 per MWh, the savings from 2023

retirement are nearly $1 .1 billion NPV (2024 through 2031)

•18

19

At mid replacement costs of $40 per MWh, the savings from 2023 are $809

million NPV (2024 through 2031)

.20

21

At high replacement costs of $50 per MWh, the savings from 2023 are over

$521 million NPV (2024 through 2031)

79 Attach. TC-2, APS Response to SC DR 6.1(a).
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2

Figure 5: Cumulative Savings from 2023 Retirement of Four Corners 4 and 5
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4 Q. Would customer savings occur immediately after 2023 retirement?

A.5 Yes, if the Company procured PPA replacements in this $30-$50 per MWh range,

6 then the savings would be immediate. In 2024, the annual savings would range

7 from $25.8 to $127.1 million-shown in Figure 6--and the annual savings would

8 escalate through 2030. Savings in 2031 are lower because APS assumes that the

s l9

80 See supra note 71, Attach. TC-3, Confidential Attachment "SC 2.3_APS 19RCOl236_FC
Coal Cost Information and Forecasts_CONF" (refereed to in APS Response to SC DR
2.3(d)(ii)) (the un-redacted version of APS Response to SC DR 2.3 is included in Attach.
TC-4), Attach. TC-2, Attachment "SC 2.3_ExcelAPS 19RCOl224_Sellers Stranded Costs"
(referred to in APS Supplemental Response to SC DR 2.3(0)(ii)) (the un-redacted version of
APS Response to SC DR 2.3 is included in Attach. TC-4), Attach. TC-2, APS Response to
SC DR 6.4(b).
81 Attach. TC-4, Highly Confidential Attachment "SC 1.l6_ExcelAPS l9RC00885_ Unit
ALL_Highly CONF" (referred to in APS Supplemental Response to SC DR 1.16).
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Figure 6: Annual Savings from 2023 Retirement of Four Corners 4 and 5
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Q4
5

What is the "breakeven" replacement cost at which the costs of 2023 and 2031
retirement would be the same"

A.6

7

A replacement cost of $68. 12 per MWh hi 2024 (escalating at 2 percent annually)

would be a "break even" point. Replacement costs below this level would produce

8 savings Hom earlier retirement.

9 Q Is it possible your analysis above actually underestimated savings"

10 A.

11

Yes. Several of my assumptions were deliberately conservative (i.e., favorable to a

2031 retirement), including:

12 The forecasts of variable costs from APS did not include

The addition of would increase the units' costs and thus13 -
14 increase savings from their retirement.

82 See supra note 80.
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•1 I assumed the units would operate through December of 2023, but if it

2 were feasible to retire the units earlier then there would be additional

3 savings in 2023 that are not currently captured.

•4 I assumed APS would incur the same capital costs through 2023

5 whether the units retire at the end of that year or in 2031. But if APS

6 planned for 2023 retirement, it is likely capital spending leading up to

7 that date could be avoided. Savings from these avoided costs were not

8 included in my analysis.

•9 I assumed that the units would operate at the level projected by APS. In

10 the event that the units generated less energy-which could result from

11 a variety of factors like lower-than-forecasted customer load, higher

12 forced outages, carbon costs, or lower-than-anticipated gas prices-

13 then the savings would be higher because there would be less

14 replacement energy needed.

Q.15

16
Did you also conduct a forward-looking assessment using the Company's 2020
IRP modeling?

17 A. Yes. The analysis above was based on the information the Company provided for

18 the most recent forecasts of Four Corners costs at the time of the data request.83 The

19 Company provided the data in early March 2020. Subsequently, the Company filed

I20 its 2020 RP on June 26, 2020. As a check against the savings estimates above,

21 also evaluated retirement of the two units using the Company's 2020 RP forecasts.

83See supra note 70.
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HIGHLY CONFIDENTIAL INFORMATION

Q Did the analysis of the Company's 2020 IRP modeling change your conclusions
about Four Corners Units 4 and 59

1
2

A.3 No. The RP analysis reinforced my conclusion that tlle units should be retired. 111

4 the 2020 IRP, the Company modeled three carbon cost sensitivities starting in 2025:

5 high, base and no carbon cost.84 It also modeled three portfolios that represented

6 the approach to moving towards clean energy: Bridge, Shift, and Accelerate. In all

7

8

three portfolios, Four Comers operates through 2031 .85 I used the Company's

forecasts for the Bridge portfolio under its three carbon cost sensitivities." The

9 treatment of avoidable, unavoidable, and incremental costs remains consistent with

10 what I described above.

I I The resulting savings 'from 2023 retirement of Four Corners 4 arid 5 are shown

12 below in Table 1. In the Bridge portfolio under the Company's 2020 TRP base case

13 scenario, the savings from retiring the units by end-of-year 2023 was between $775

14 million and $1.36 billion, more than $250 million higher than the savings I had

15 estimated using the March 2020 forecasts provided iii this proceeding. In addition

16 to this "base case," which incorporated a base carbon cost, APS's 2020 [RP also

17 evaluated "high carbon" and "no carbon" cases. Not surprisingly, a higher carbon

18 cost would lead to higher retirement savings and, conversely, a lower carbon cost

19 would lead to lower savings. The "breakeven" replacement cost using the 2020 RP

irouvh 2081 as it had the Qwest

84 2020 IRP at 147.
85 Id. at 18.
86 The Company did not clloose a preferred portfolio. I chose the Bridge portfolio to be
conservative (favorable to Four Corners operating al l
anlolmt of carbon reduction of the three ortfolios.i - 1
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HIGHLY CONFIDENTIAL INFORMATION

1 is between $61.5 and $78.2 per MWb. The average savings across the nine 2020

2 [RP combinations of replacement costs and carbon costs is $944 million.

3
4

Table 1: Cumulative Savings from 2023 Retirement of Four Corners 4 and
5 $2023 NPV mil 87

APS March
2020

(no carbon)

2020 IRP
Bridge

(base carbon)

2020 IRP
Bridge

(no carbon)

2020 IRP
Bridge
(high

carbon_
$929$1,364$1,423 $1,097

$809$634$1,128 $1,069

$339$775 $521$833

$61.5$76.3$78.2 $68.1

Savings with $30/MWh
replacement ($mi1)

Savings with $40/MVVI1
replacement ($u1il)
Savings with $50/MWh
replacement ($mi1)

Breakeven replacement
cos! ($/MW71)

5 Q Is it likely that the 2020 IRP savings estimates are too low?

6 Yes. The forecasts of fixed O&M for the two units are in the 2020A. _
7 IRP, compared to past [RPs and the forecasts provided in this case inMarch 2020.

87 I relied O11 the following spreadsheets in my analysis: Highly Confidential Attachment
"2. 12_Exce1APSl9RC01442_Bridge-Base Output files_I-IIGHLY CONT" (referred to in
APS Response to Citizen Groups DR 2.12), Highly Confidential Attachment
"2. 12_ExcelAPS19RC01743_APS 2020 IRP Carbon Sensitivity Bridge-High
Carbon_HIGHLY CONF" (referred to in APS Response to Citizen Groups DR 2. 12);
Highly Confidential Attachment "2. 12_ExcelAPSl9RCOl744_APS 2020 [RP Carbon
Sensitivity Bridge-Low Carbon_HIGHLY CONF" (referred to in APS Response to Citizen
Groups DR 2. 12) (Sierra Club will not be providing the 2. 12 attachments due to the
confidential nature and volume of the documents. The spreadsheets are available on the
case Sharepoillt site pursuant with the protective agreement), Attach. TC-4, Highly
Confidential Attachment "Citizen Groups 2. 14_ExcelAPSI9RCO1446_FC
CAPEX_HIGHLY CONF" (referred to in APS Response to Citizen Groups DR 2.l4),
Attach. TC-3, Confidential Attachment "SC
6.4_ExcelAPS l9RC01807_Bridge_Base_CONF" (refened to in APS Response to Sierra
Club DR 6.4); Attach. TC-2. APS response to SC DR 6.4(b); Attach. TC-3. Confidential
Attachment "SC 2.3_APS19RC01236_FC Coal Cost Information and Forecasts_CONl""
(referred to in APS Response to SC DR 2.3(d)(ii)) (the un-redacted version of APS
Response to SC DR 2.3 is included in Attach. TC-4); Attach. TC-2, Attaclnnent "SC
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HIGHLY CONFIDENTIAL INFORMATION

1

2

Figure 7 shows the Coulpany's various forecasts of Fixed O&M. This shows that the

March 2020 forecast is with forecasts in the previous three [RPs (2012,_
3 2014 and 2017) yet the 2020 RP forecast is2
4
5

Figure 7: Four Corners Units 4 and 5 Fixed O&M (Slnil) HIGHLY
CONFIDENTI L88

6

2.3_ExcelAPS19RC01224_Se1lers Stranded Costs" (referred to in APS Response to SC
DR 2.3(f)(ii)) (theun-redacted version of lAPS Response to SC DR 2.3 is included i11
Attach. TC-4).
88 Attach. TC-3, Confidential Attachment "SC 2. 1_ExcelAPS19RC01244_12IRP FC Rev
Req_CONF" (refened to in APS Supplemental Response to SC DR 2. 1(b)); Attach. TC-3,
Confidential Attachment "2. 1_ExcelAPS19RCO 1247_14IRP FC Rev RecLCONF"
(referred to in APS Supplemental Response to SC DR 2.l(b)), Attach. TC-3, Confidential
Attachment "SC 2. 1_Exce1APSl9RC01250_17lQRP FC Rev Req_CONF (refereed to in
APS Supplemental Response to SC DR 2.1(b)); Attach. TC-3, Confidential Attachment
"SC 6.4_ExcelAPSl9RC01807 _Bridge _Base_CONF" (provided as an attachment to APS
Response to SC DR 6.4), Attach. TC-4, Highly Confidential Attachment "SC
2.5_ExcelAPS19Rcol226_Fixed Fuel and O&M Costs_HIGHLY CONF" (referred to i11
APS Response to SC DR 2.5(a)).
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HIGHLY CONFIDENTIAL INFORMATION

Q1
2

Did you conduct a sensitivity analysis of the 2020 RP savings estimates using

fixed O&M from March 2020?

A.3 Yes. Substituting the March 2020 Fixed O&M, wllich is with past IRP!
4 forecasts, the retirement savings estimates using the 2020 RP forecasts would

5 increase by $174 million across the board. The IRP results, updated with the March

6 2020 fixed O&M estimate, are shown below in Table 2. After this substitution, my

7 original savings estimates (using all March 2020 forecasts) and the 2020 IRP, no

8 carbon sensitivity are similar. These savings estimates range from $514 million to

9 $1.6 billion. And as noted above, the savings increase with increasing carbon cost

10 assumptions in the base case and high carbon cases. Using the Company's 2020

11 RP base case and comparing across the results in Tables 1 and 2, I estimate savings

12 between $775 million (with the $50/MW11 replacement and 2020 IRP fixed O&M)

13 and $1 .54 bi1lio11 (with the $30/MVVI1 replacement and March 2020 fixed O&M).

39



Table 2: Cumulative Savings from 2023 Retirement of Four Corners 4
illld 5, using APS March 2020 Fixed O&M Forecast ($2023 NPV nmil)89

1
2
3

2020 IRP
Bridge

(base carbon)

2020 RP
Bridge

(no carbon)

APS March
2020

(no carbon)

2020 IRP
Bridge
(high

carbon2
$1,104 $1,097$1,597 $1,539

$809 $809$1,302 $1,244

$514$949 $521$1,007

$67.4$84.1 $68.1$82.2

Savings with $30/MWh
replacement ($mi1)
Savings with $40/MWh
replacement ($mil)
Savings with $50/MW11
replacement (Snail)
Breakeven replacement
cost ($/MW7I)

4

Q.5

6
Is the fact that a 2023 retirement results in customer savings sensitive to key
inputs"

A.7 No. While the magnitude of the savings changes depending on the factors outlined

8 above, all of my calculations show substantial savings from 2023 retirement

9 regardless of the chosen assumptions for replacement costs, carbon costs, and fixed

10 O&M costs.

I v .11 CONCLUSIONS AND RE(Ol\II\1ENDATIONS

12 Q. What do you conclude from your analysis of Four Corners Units 4 and 5°

13 A. The Company has continually failed to adequately assess these units' future 110

14 matter the underlying market conditions that they face. Since acquiring a larger

15 share of the units in 2013, gas price forecasts have decreased and remain low, and

89 See supranote 87; Attach. TC-4. Highly Confidential Attachment "SC
2.5_ExcelAPS19RCI01226_Fixed Fuel and O&M Costs_HIGHLY CONF" (referred to in
APS Response to SC DR 2.5(a))
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1 renewable and storage resources have become low-cost options compared with

2 continued coal operation. The Company also spent hundreds of millions on SCR

3 retrofits, without considering foregoing such spending and retiring the units prior to

4 2031.

5 While I am not recommending disallowances for expenditures before the current

6 test year, APS's conduct at prior decision points establishes a clear pattern of failing

7 to prudently evaluate ongoing operations at Four Corners Units 4 and 5 on the part

8 of APS. Most importantly, the Company has yet to look at retiring the units prior to

9 2031 in the face of mounting evidence that these units are losing APS's customers

l() money.

II In place of an analysis by APS, I conducted my own forward-looking economic

12 assessment of the units, relying on APS's own projections of the coal units' costs,

13 and I have found that there would be substantial savings from retiring units 4 and 5

14 in 2023 instead of 2031, ranging from hundreds of millions to over one and a half

15 billion dollars. These findings show that the units should be retired as soon as

16 possible. If APS does not decide to retire the units, the Commission should require

17 that the Company evaluate earlier retirement in the 2020 RP and subsequent IRPs.

18 Accordingly, it is clear that continued investment in and operation of Four Corners

19 Units 4 and 5 beyond 2023 is an imprudent use of resources that should not be

20 carried by ratepayers.

41



HIGHLY CONFIDENTIAL INFORMATION

Q1
2

How do you recommend that APS and the Commission address test year and
future capital spending at Four Corners Units 4 and5°

A.3 There may be plained capital spending included in the revenue requirement for this

4 rate case that would have been unnecessary if APS had prudently evaluated retiring

5 the units before 2031 .90 APS had ample evidence showing that the economics of the

6 units were eroding, well before this rate case. Given the evidence that early

7 retirement of these units would provide substantial savings, a pnxdent utility would

8 have re-evaluated the long-teun operations of the units and modified its planned

9 capital projects accordingly.

10 It would be unfair and unreasonable to require customers to pay for those capital

11 costs that should have beenavoided. However, I am not currently in a position to

12 identify particular projects that could have been avoided during the test year or

13 could be avoided moving forward, rather, APS, as the plant operator, is in the best

14 position to do so. Yet, as of this Bling, the Company has refused to provide such an

15 evaluation when asked." Notably, APS's 2020 RP projects a_
16 when the plant is assumed to retire in 2031; it is

17 therefore likely that a

18 If there were a 2023 reti1eme11t.92 Therefore, the Commission

_
_

19 should direct APS to identify such avoidable spending during the test year and

90 As noted, for Four Corners 4 and 5 specifically, Exhibit BDL-4DR includes $10. 1
million in "total projected costs", Exhibit BDL-5DR includes $58.9 million in "total
projected costs."
91 Attach. TC-2, APS Response to SC DR 7.1.
92 Attach. TC-4, Highly Confidential Attachment "Citizen Groups
2. 14_ExcelAPS19RCOl446_FC CAPEX_HIGHLY CONF" (referred to in APS Response
to Citizen Groups DR 2.14).
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1 moving forward, and hold this rate proceeding open until such as time as the

2 Commission and other parties are able to review such an evaluation. All avoidable

3 costs should be disallowed from rates.

Q.4
5

How do you recommend that APS and the Commission address replacement
for these units should they retire?

A.6 The Commission should direct APS to issue an all-source RFP with the intention of

7 fulfilling its energy and capacity needs in the absence of its share in Four Corners

8 Units 4 and 5, for an in-service date of no later than the end of 2023. In order to

9 encourage a robust, competitive sample of bids, the RFP process should involve: 1)

10 ample time for response from bidders-e.g. more than one month, 2) no preference

11 for technology type, size of project, or ownership, and 3) an independent evaluator.

12 Two examples of all-source RFP's that successfully garnered competitive and

13 robust bids were discussed previously in this testimony: Xcel Colorado and PNM.

14 The Commission should open a docket to address this replacement process so that

15 stakeholders can be involved in the development of the RFP, choice of independent

16 evaluator, and selection of replacement resources.

17 Even if the Commission disagrees that Units 4 and 5 should be retired in 2023, then

18 it should still direct the Company to issue an all-source RFP described above to

19 evaluate the units' future. Bids from this RFP could then be modeled to compete

2() with existing APS units, such as Four Corners Units 4 and 5.

21 Q. Does this conclude your testimony"

22 A. Yes.
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